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DETAILED ACTION 
Continued Examination Under 37 CFR 1.114 

1 . A request for continued examination under 37 CFR 1.114, including the fee set forth in 
37 CFR 1 .17(e), was filed in this application after final rejection. Since this application is 
eligible for continued examination under 37 CFR 1.1 14, and the fee set forth in 37 CFR 1.17(e) 
has been timely paid, the finality of the previous Office action has been withdrawn pursuant to 
37 CFR 1.1 14. Applicant's submission filed on 9/28/09 has been entered. 

Notice to Applicant 

2. This communication is in response to the amendment filed 9/28/09. Claims 1-41 and 45- 
64 are presented for examination. 

Claim Rejections - 35 USC §103 
The following is a quotation of 35 U.S. C. 103(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set forth in 
section 102 of this title, if the differences between the subject matter sought to be patented and the prior art are 
such that the subject matter as a whole would have been obvious at the time the invention was made to a person 
having ordinary skill in the art to which said subject matter pertains. Patentability shall not be negatived by the 
manner in which the invention was made. 

3. Claims 1-11, 17-41 and 49-52 are rejected under 35 U.S.C. 103(a) as being unpatentable 
over Gopinathan et al, Pat. No. 5,819,226 (hereinafter Gopinathan) in view of Fischthal, Patent 
No. 5,822,741) and Downs, Sean, "Technology, education aid medical fraud fighting" 
(hereinafter Downs). 

Gopinathan discloses a method for detecting fraud employing predictive modeling 

techniques Gopinathan discloses a model development component that uses past data to build 

a neural network containing information representing learned relationships among a number of 
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variables (col. 4, lines 46-51). This is the derivation of variables from related information 
provided. Gopinathan further discloses that the derived variables are applied to the neural 
network and a fraud score (representing the likelihood of fraud for the transaction) is obtained 
and compared to a threshold value (col. 4, lines 31-42; col. 28, lines 3-5). This is the model score 
indicating the relative likelihood of misrepresented information. 

Gopinathan also teaches a customer information screen (501, Fig. 5) that includes 
customer name, account number (policy information), address, etc... (see: column 4 lines 20-25). 
This information is both policy information and claim information that can be used with a 
predictive model and a variable derivation process. The claim language does not specify what 
type of policy and/or claim information that would be used to make the determination. 

Gopinathan further discloses a model development component that uses past data to build 
a neural network containing information representing learned relationships among a number of 
variables (col. 4, lines 46-51). The neural network model is trained using data describing past 
transactions from the data network, and then data describing the network model are stored (col. 
4, lines 31-42). Once the model description is stored, the system is able to process current 
transactions. 

Gopinathan also discloses a model development component that uses past data to build a 
neural network containing information representing learned relationships among a number of 
variables (col. 4, lines 46-51). The neural network model is trained using data describing past 
transactions from the data network, and then data describing the network model are stored (col. 
4, lines 31-42). Once the model description is stored, the system is able to process current 
transactions. The model then determines a fraud score and reason codes, which are output to the 
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user, or to a database, or to another system via output device. Gopinathan further discloses a 
method of calculating the fraud rate score and then comparing this score to a threshold value 
(col. 28, lines 3-5). This threshold value is then used to determine if the transaction is approved. 

Gopinathan does not explicitly disclose that the predictive model is employed in 
insurance transactions. 

However, Fischthal discloses a neural network for detecting fraud in insurance 
transactions (col. 4, lines 62-66). The motivation to use such a neural network was to manage 
large amounts of data and to quickly and efficiently perform the difficult and tedious tasks that 
are required to be performed by human experts (see: Fischthal, col. 4, lines 17-25). It would have 
been obvious to one of ordinary skill in the art at the time of Applicant's invention to include the 
neural network for detecting fraud in insurance transactions as disclosed by Fischthal within the 
neural network predictive model of Gopinathan for the motivation stated above. 

Gopinathan does not explicitly disclose that the higher fraud score is used to increase 
insurance premiums. 

However, Gopinathan discloses that the increased fraud score is used to characterize, 
classify, and order SIC Codes as well as to represent the likelihood of fraud for each transaction 
(col. 26, lines 60-64). Furthermore, Downs discloses paying the high cost of fraud in the form of 
increased premiums. The motivation for this is to compensate insurance carders for losses due to 
fraudulent claims (page 1, column one, paragraph 1). It would have been obvious to one of 
ordinary skill in the art at the time of Applicant's invention to include that the higher fraud score 
is used to increase insurance premiums as disclosed by Downs within the Gopinathan and 
Fischthal combination for the motivation stated above. 
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4. Claims 12-16 and 45-48 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
Gopinathan, 

Fischthal, and Downs as applied to claim 1 above, and further in view of Prezioso, Patent No. 
5,724,488. 

Gopinathan, Fischthal and Downs disclose the method of claim 1 . 

Gopinathan, Fischthal and Downs do not explicitly disclose determining a plurality of 
peer groups of which the selected policy is a member; and 

• for each peer group, deriving variables from the policy which attribute characteristics of 
the peer group or set of peer groups to the selected policy or which compare the selected policy 
to other policies of the peer group. 

However, Prezioso discloses a hierarchical ordering of categories with which to 
determine a quantity corresponding to a set of behaviors, that are entities, the entities being 
different indicators that fraudulent behavior is occurring (col. 8, lines 18-28, lines 50-59). The 
motivation for this is to determine a behavior profile comprising a large number of behavior 
characteristics for entities to be used to detect abnormal or dissimilar behavior (col. 2, lines 4-15 
and lines 29-43). Prezioso further discloses identifying the behavior within a peer group that 
indicates that the target behavior is compatible with the peer group. It would have been obvious 
to one of ordinary skill in the art at the time of Applicant's invention to include determining a 
plurality of peer groups of which the selected policy is a member and for each peer group, 
deriving variables from the policy which attribute characteristics of the peer group or set of peer 
groups to the selected policy or which compare the selected policy to other policies of the peer 
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group as disclosed by Prezioso within Gopinathan, Fischthal and Downs for the motivation 
stated above. 

As per claims 45-48, Gopinathan discloses a method for detecting fraud employing 
predictive modeling techniques. Gopinathan discloses a model development component that uses 
past data to build a neural network containing information representing learned relationships 
among a number of variables (col. 4, lines 46-51). In addition, Gopinathan discloses that the 
increased fraud score is used to characterize, classify, and order SIC Codes as well as to 
represent the likelihood of fraud for each transaction (col. 26, lines 60-64). Furthermore, Downs 
discloses paying the high cost of fraud in the form of increased premiums (reads on "information 
is used by the insurer in determining an amount of premium to be paid for insurance coverage 
provided to the policyholder"). 

Gopinathan, Fischthal and Downs do not explicitly disclose set of entities corresponding 
to a hierarchical ordering of categories. 

Prezioso discloses a hierarchical ordering of categories with which to determine a 
quantity corresponding to a set of behaviors, which are entities, the entities being different 
indicators that fraudulent behavior is occurring (reads on "quantity being estimated being a risk 
factor characterizing misrepresentation of policy related information provided to an insurer by a 
policyholder") (col. 8, lines 18-28, lines 50-59). The motivation for this is to determine a 
behavior profile comprising a large number of behavior characteristics for entities to be used to 
detect abnormal or dissimilar behavior (col. 2, lines 4-15 and lines 29-43). It would have been 
obvious to one of ordinary skill in the art at the time of Applicant's invention to include a set of 
entities corresponding to a hierarchical ordering of categories as disclosed by Prezioso with 
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Gopinathan, Fischthal and Downs for the motivation stated above. 

5. Claims 53-64 are rejected under 35 U.S.C. 103(a) as being unpatentable over Gopinathan 
in view of Fischthal, Downs, and Werstein Hann, Leslie, "High-Tech Sleuths" (hereinafter 
Hann). 

Gopinathan discloses a method for detecting fraud employing predictive modeling 
techniques. Gopinathan discloses a model development component that uses past data to build a 
neural network containing information representing learned relationships among a number of 
variables (col. 4, lines 46-51). This is the derivation of variables from related information 
provided. Gopinathan further discloses that the derived variables are applied to the neural 
network and a fraud score (representing the likelihood of fraud for the transaction) is obtained 
and compared to a threshold value (col. 4, lines 31-42; col. 28, lines 3-5). This is the model score 
indicating the relative likelihood of misrepresented information. 

Gopinathan also teaches a customer information screen (501, Fig. 5) that includes 
customer name, account number (policy information), address, etc... (see: column 4 lines 20-25). 
This information is both policy information and claim information that can be used with a 
predictive model and a variable derivation process. The claim language does not specify what 
type of policy and/or claim information that would be used to make the determination. 

Gopinathan further discloses a model development component that uses past data to build 
a neural network containing information representing learned relationships among a number of 
variables (col. 4, lines 46-51). The neural network model is trained using data describing past 
transactions from the data network, and then data describing the network model are stored (col. 
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4, lines 31-42). Once the model description is stored, the system is able to process current 
transactions. 

Gopinathan also discloses a model development component that uses past data to build a 
neural network containing information representing learned relationships among a number of 
variables (col. 4, lines 46-51). The neural network model is trained using data describing past 
transactions from the data network, and then data describing the network model are stored (col. 
4, lines 31-42). Once the model description is stored; the system is able to process current 
transactions. The model then determines a fraud score and reason codes, which are output to the 
user, or to a database, or to another system via output device. Gopinathan further discloses a 
method of calculating the fraud rate score and then comparing this score to a threshold value 
(col. 28, lines 3-5). This threshold value is then used to determine if the transaction is approved. 

Gopinathan does not explicitly disclose that the predictive model is employed in 
insurance transactions. 

However, Fischthal discloses a neural network for detecting fraud in insurance 
transactions (col. 4, lines 62-66). The motivation to use such a neural network was to manage 
large amounts of data and to quickly and efficiently perform the difficult and tedious tasks that 
are required to be performed by human experts (see Fischthal, col. 4, lines 17-25). It would have 
been obvious to one of ordinary skill in the art at the time of Applicant's invention to include the 
neural network for detecting fraud in insurance transactions as disclosed by Fischthal within the 
neural network predictive model of Gopinathan for the motivation stated above. 

Gopinathan does not explicitly disclose that the higher fraud score is used to increase 
insurance premiums. 
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However, Gopinathan discloses that the increased fraud score is used to characterize, 
classify, and order SIC codes as well as to represent the likelihood of fraud for each transaction 
(col. 26, lines 60-64). Furthermore, Downs discloses paying the high cost of fraud in the form of 
increased premiums. The motivation for this is to compensate insurance carders for losses due to 
fraudulent claims (page 1, column one, paragraph 1). It would have been obvious to one of 
ordinary skill in the art at the time of Applicant's invention to include that the higher fraud score 
is used to increase insurance premiums as disclosed by Downs within the Gopinathan and 
Fischthal combination for the motivation stated above, Gopinathan does not explicitly disclose 
defining an audit action for performing on policies which have a score exceeding a threshold 
value but not exceeding a next greater threshold value. 

However, Hann discloses defining an audit action for performing on policies which have 
a score exceeding a threshold value but not exceeding a next greater threshold value (i.e. system 
alerts adjusters to claims that score 500 or more and claims that hit 800 are automatically 
referred to a special investigator) (page 2, column 3). It would have been obvious to one of 
ordinary skill in the art at the time of Applicant's invention to include defining an audit action for 
performing on policies which have a score exceeding a threshold value but not exceeding a next 
greater threshold value as disclosed by Hann within the Gopinathan, Fischthal and Downs 
combination for the motivation of using a software tool that helps identify cases that are most 
likely to be fraudulent (page 2, column 3). 

Response to Arguments 
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6. Applicant's arguments filed 3/12/09 have been fully considered but they are not 
persuasive. Applicant's arguments will be addressed hereinbelow in the order in which they 
appear in the response filed 3/12/09. 

In response to Applicant's arguments regarding the Richard Billion affidavit, it is 
respectfully submitted that according MPEP section 716.01(c) The arguments of counsel cannot 
take the place of evidence in the record In re Schulze, 346 F.2d 600, 602, 145 USPQ 716, 718 
(CCPA 1965). Examples of attorney statements which are not evidence and which must be 
supported by an appropriate affidavit or declaration include statements regarding unexpected 
results, commercial success, solution of a long-felt need, inoperability of the prior art, invention 
before the date of the reference, and allegations that the author(s) of the prior art derived the 
disclosed subject matter from the applicant . In addition, according to the MPEP section 
715.01(c) an affidavit or declaration by applicant alone indicating that applicant is the sole 
inventor and that the others were merely working under his or her direction is sufficient to 
remove the publication as a reference under 35 U.S.C. 102(a) In re Katz, 687 F.2d 450, 215 
USPQ 14 (CCPA 1982). Therefore, Applicant should provide an affidavit/declaration authored 
by Sean Downs stated, that at the time of the filing of the current applicant, he was employed by 
FINC Software, Inc. and the invention was derived from his own work during that period. 
Conclusion 

Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to ROBERT W. MORGAN whose telephone number is (571)272- 
6773. The examiner can normally be reached on 9:00 a.m. - 5:30 p.m. Mon - Fri. 
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If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, C. Luke Gilligan can be reached on (571) 272-6770. The fax phone number for the 
organization where this application or proceeding is assigned is 571-273-8300. 

Information regarding the status of an application may be obtained from the Patent 
Application Information Retrieval (PAIR) system. Status information for published applications 
may be obtained from either Private PAIR or Public PAIR. Status information for unpublished 
applications is available through Private PAIR only. For more information about the PAIR 
system, see http://pair-direct.uspto.gov. Should you have questions on access to the Private PAIR 
system, contact the Electronic Business Center (EBC) at 866-217-9197 (toll-free). If you would 
like assistance from a USPTO Customer Service Representative or access to the automated 
information system, call 800-786-9199 (IN USA OR CANADA) or 571-272-1000. 



/Robert Morgan/ 

Primary Examiner, Art Unit 3626 



